Abstract: Profit-maximizing behavior or moral integrity? Can companies have both? Our study takes a look at 300 U.S. based companies listed on the New York Stock Exchange and NASDAQ, and their way of dealing with business ethics. The research undertaken focuses on the content analysis method, using the corporate Codes of conduct and Corporate Social Responsibility (CSR) reports. The study reveals the evolution of the corporate ethics policies and programs throughout the years 2010-2014. We also take a look at the most frequent controversies concerning business integrity, by sectors of activity.
Introduction
For many years, corporate social responsibility has become the norm. Companies and stakeholders alike have increased their awareness of the ever-growing demand for undertaking ethical activities. In this paper, we aim to compare what companies declare with regards to their business integrity and what whistleblower programs they actually put into place. We have decided to use U.S. based companies listed on the New York Stock Exchange and NASDAQ due to their importance for stakeholders and the similarities regarding listing requirements. A comparison between the NYSE and NASDAQ listing requirements for governance codes can be found in the Literature review section. In order to complete our analysis we have used the content analysis method that allows us to research qualitative data from corporate websites and CSR reports. The selection process resulted in 300 American companies, 242 listed on NYSE unwanted incidents (Stevens, 2009; Kaptein, 2004; Schwartz, 2002; Ferrell et al., 2015 ). An aspect that should be clarified is that, although business practices are most of the time guided by law, companies should go beyond this. It is not enough for companies to simply respect the law, but they should be more proactive and meet the shared ethical standards of the community where they operate. Companies with good business ethics in place do not only have a good reputation, but also a competitive advantage. Worldwide, there are several sector codes of ethics that can be used by companies as a model. The easiest way for companies is to simply subscribe to this kind of codes applicable to the whole industry; however, this is not enough. Best practice is to also elaborate their own code and commit to stricter rules and principles. A code of ethics is a document that should outline the mission and values of the organization, its ethical principles, how professionals are supposed to approach problems, and the standards to which their employees will be held accountable to. The code has to be approved by the company's board of directors or management board and it should be revised regularly. All new employees should be trained regarding business ethics. This study focuses on the governance code of American companies, listed on the New York Stock Exchange (NYSE) and on NASDAQ. The two organization regulate the information listed companies should disclose. NYSE is considered a self-regulatory organization whose self-designed rules remain subject to the regulatory overlook of the United States Securities and Exchange Commission (SEC). Its rules concerning code of ethics stipulate that all listed companies must adopt and disclose on their corporate website a code of ethics. According to NYSE, the purpose of a code of ethics is to "focus the board and management on areas of ethical risk, provide guidance to personnel to help them recognize and deal with ethical issues, provide mechanisms to report unethical conduct, and help to foster a culture of honesty and accountability‖ (NYSE, 2009, Section 303A). To this end, it should prohibit conflict of interest and personal gain through the use of corporate property, information or position, as well as enforce confidentiality, fair dealing, proper use of company assets and compliance with laws. The governance code should also include a section dedicated to whistleblowing. According to Ferrell et al. (2015) , whistleblowing is the action by which an employee exposes an unethical business practice to outsiders. However, most of the codes of conduct refer to whistleblowing as reporting an illegal action either to a compliance officer of to a designated hot line.
NASDAQ publishes similar requirements for listed companies, defining the code of conduct in accordance with Section 406(c) of the Sarbanes-Oxley Act of 2002: "standards as are reasonably necessary to promote -(1) honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships; (2) full, fair, accurate, timely, and understandable disclosure in the periodic reports required to be filed by the issuer; and (3) compliance with applicable governmental rules and regulations‖ (SEC, 2002) . Moreover, it is required that each employee, director or officer is subject to a code of conduct. According to NASDAQ rules, a code of conduct should contain information concerning clear standards for compliance with the corporate code, enforcement mechanisms and whistleblower policy (NASDAQ, 2010). NASDAQ does not explicitly provide a list of misconduct that should be reported (Moberly and Wylie, 2011). A comparative analysis of the two sets of requirements for listed companies can be found in Table 1 . As mentioned above, business ethics have the purpose to implement proper business policies and practices regarding potentially controversial issues, such as corporate governance, bribery and corruption, insider trading, discrimination, corporate social responsibility and fiduciary responsibilities. However, there are several instances when codes can fail. Usually, codes fail when they are not communicated properly or when they are not acknowledged and accepted by the organization's culture (Stevens, 2009; Valentine and Barnett, 2003) . The bad news for companies is that it is not enough to simply release a code of conduct or a related policy, but these documents should also be implemented. When analyzing a company from a sustainability perspective, both aspects are screened. Unethical behavior may damage a firm's reputation and make it less appealing to stakeholders. Thereby, if a company has strong business ethics policies in place, but it is also involved in business ethics related controversies, its overall score for business ethics is not a strong one, the high score for policies being adjusted with the negative score for involvement in a controversy. Controversies are used by socially responsible investors in negative screening, because they can affect the company's image, making it vulnerable to operational or financial risks. The most important sources providing information for negative screening are media and corporate reports, such as annual or CSR reports. Difficulties are met because companies are not very transparent with their negative involvement and the media tends to exaggerate some facts.
Research methodology
The aim of this paper is to contribute to the current literature by providing an analysis of corporate code of conducts and CSR reports focusing on the concept of business ethics, as expressed by a non-financial indicator. We have named this indicator "ethics and integrity‖, using GRI terminology. The research hypothesis is that the reporting on this metric has improved during the past 5 years. We aim to prove or reject this hypothesis using the content analysis method. The study analyses 300 U.S. based companies (that either have their headquarters in the United States, or the majority of their operation are undertaken on U.S. soil) listed on the world's biggest stock exchanges, NYSE (New York Stock Exchange) and NASDAQ. We have used historical data from the firm Sustainalytics, an international ESG research and analysis firm that provides data for responsible investors. 68 market trends and private requests from investors, several hundred companies have been added yearly to the international data base. We have narrowed down the population to include only companies that have been constantly analyzed between 2010 and 2014, as well as only U.S. based companies, listed on the NYSE and NASDAQ. This resulted in 841 companies, out of which we have randomly selected 300. The selection was done using the RAND function in Excel, which attributed each company a random number between 0 and 1. We have then filtered the field containing the results of the RAND function ascending, and selected only the top 300 companies. A comprehensive list of companies and their sector of activity can be found in Appendix 1. We have then proceeded to determine on which stock exchange each of the selected companies was listed on, in order to compare the degree in which stock exchange regulation influences corporate disclosure. Our selection comprises 242 NYSE companies and 58 NASDAQ companies. The companies operate in 38 sectors, best represented being Healthcare (20 companies) and worst represented Automobiles, Construction Materials, Diversified Metals and Precious Metals (with 1 company each). Regarding the ethics and integrity indicator, we believe that a company's awareness towards ethics can be better described by both its statements and its actions. Therefore, we have divided the indicator into 2 sub-indicators, one pertaining to policy (code of ethics) and the other one to programs put in place to ensure compliance with the code. For the first sub-indicator concerning the corporate policy, we have developed a measuring framework, grading companies on fulfilling the following criteria: 1. the company publishes a code of conduct/ CSR report that includes a policy on bribery and corruption: a. the policy is a formal document, signed by an executive; b. it applies to at least 50% of the company's operation (if not mentioned otherwise, we have assumed it applies company-wide). 2. the policy should: a. forbid the giving or receiving of any type of bribery or improper payment by company employees; b. explain the concepts of bribery, corruption and conflict of interest; c. provide clear guidelines and/or examples of acceptable and unacceptable behavior. In order to ensure the comparability of data across sectors, we have scored companies on a scale from 0 (worst practice) to 4 (best in class) as in Table 2 . We have measured the second sub-indicator similarly, taking into account whether a company has in place a reporting and monitoring system in addressing ethical misconduct. A strong whistleblower program should be based on a corporate policy communicated in local languages to employees, suppliers, customers and other third parties. This includes identification of reporting channels (Compliance Officers, hotline, web form) and their availability. Best-practice companies make their reporting channels available 24/7. It is also of critical importance for the company to ensure anonymity for the person reporting, as well as protection from any kind of retaliation. All features are covered by the company (strong policy) 3 The company has a policy that includes only 2 out of the 3 features 2
The corporate policy includes only one feature among the one suggested 1
The company has a statement on ethics and integrity that does not qualify as a policy 0
No statement on business ethics Source: Adapted from Sustainalytics' framework
Aside from the policy that satisfies the criteria listed above, the company should have designated structures to process whistleblower reports and should include in its communication towards stakeholders the number of reports received, the types of misconduct for which the reports were made, and the disciplinary measures taken to address misconduct. Considering all of these features, we have graded corporate whistleblower policies as: Table 3 . Scoring categories for the whistleblower programs Score Description 4
All features are covered by the company (strong programs); 2
The company complies with only half of the features; 1
The company has some activities to combat bribery and corruption through whistleblowing, but these are not coherent or company-wide; 0
The company does not disclose any activities or programs to report business ethics violations.
Source: Adapted from Sustainalytics' framework
Findings and discussion
For the first sub-indicator, our analysis revealed that the biggest number of companies analyzed disclose a strong policy on business ethics and integrity (on average, 37,2% of NASDAQ companies and 52,9% of NYSE companies). For detailed yearly information, see Table 3 . As seen in the literature review section, NASDAQ uses SEC regulations pertaining to business ethics, while NYSE has its own SEC approved rules for this issue. NYSE's rules are more detailed and include, aside from conflicts of interest, transparency and compliance with laws (which NASDAQ refers to), confidentially and the forbiddance of using company goods for personal gains. Concerning the first sub-indicator, both sets of rules and regulations take into account the necessity of a reporting and enforcement mechanism to determine and deal with ethics violations (NYSE, 2009; NASDAQ, 2010). Both frameworks require companies to report on their policy at a minimum score 3 policy (none refers to clear examples/guidelines of acceptable and unacceptable behavior). The 1 score category pertaining to statements concerning business ethics is negligible for both stock exchanges. In general, one can say that more than half of the analyzed companies have complied with the regulation requiring them to report on business ethics policies (score 3 and score 4 companies). The weak performance of the other companies can be attributed to the fact that companies are not required to assure their compliance with the requirement listing, nor does the stock exchange verify their disclosure. 52,0% 51,0% 50,3% 48,0% 48,0% 49,9% Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% As seen in Figure 1 , the single obvious trend that can be inferred from our results is an evolution in the score 3 category of an adequate policy (NASDAQ: from 0% in 2010 to 22,4% in 2014; NYSE: from 0% in 2010 to 26,4% in 2014) doubled by a decrease in the 2 score category (NASDAQ: from 37,9% to 34,5%; NYSE: from 35,5% to 19,8%). Part of the evolution of the 3 score category is due to companies becoming more aware of the challenges for ethical behavior (those improving from a 2 score category) and part to companies decreasing the quality of their reporting. Concerning whistleblower programs, the analysis revealed a worse scenario, only 34,1% of NASDAQ companies and 41,6% of NYSE companies having released, on average, information about their reporting and monitoring system for ethical violations. NASDAQ regulations state that a company must include in its code of conduct information concerning its enforcing mechanism, while NYSE highly advises towards encouraging employees to report violations. Therefore, it comes as no surprise that a smaller number of companies can be given a score of 4 for whistleblower programs than for business ethics and integrity policy, the difference being smaller for NASDAQ that perceives whistleblower programs as mandatory (on average, for NASDAQ: 34,1% as opposed to 37,2% and for NYSE 41,6% as opposed to 52,9%). Table 4 also details the percentage of enterprises in each score category, for both NASDAQ and NYSE. As can be observed from Figure 2 , the comparative results for American companies by stock exchange are almost identical, the 0 and 1 score category having a negative trend, while the 2 score category a positive one for the last three years analyzed. The number of businesses that have put in place strong whistleblower programs increases from 2010 to 2012, reaching a maximum of 26 NASDAQ listed and 132 NYSE listed, and decreasing for the following years. An objective for further research could be identifying the factors determining the decreasing trend for 2012-2014. However, given that stock exchange regulations only ask for a whistleblowing program equivalent to our score 2 category, we can safely assume that more than 76% of NASDAQ companies and 85% of NYSE companies place emphasis on reporting ethical violation. In order to better understand the way companies apply their ethics policy we have also researched whether any of our selected businesses has been subject to a related controversy. Out of the 300 companies, only 6 have outstanding issues (2 companies in the Financial sector, 2 in Media and one in each of the Consumer Service and Transportation Services). Their problems vary from manipulating key interest rates, forex rates and fraud, to deceptive sales practice and phone and email hacking. If we take a look at the extended Sustainalytics' database listing the ethical approach of more than 17000 companies, we can see that the most exposed sector is the financial one comprising of banks, insurance and diversified financials (capital markets, stock exchanges, etc.), responsible for almost 32% out of total business ethics controversies. This could be explained due to the fact that financial companies have a limited environmental impact and moderate social impact, but a very high business ethics impact. Second is the consumer discretionary sector composed by a variety of industries such as automobiles, media and textiles generating close to 14% of the total amount of controversies. The industrials sector (aerospace, transportation, construction and so on) follows closely behind with almost 11% out of total business ethics controversies. The less exposed sectors are telecommunication services and health care sectors with 5.15%, respectively 4.12%.
Conclusions
Less than 10% of the analyzed companies do not disclose any statement concerning business ethics, and less than 5% do not mention whistleblowing in their communication towards stakeholders. In the last 5 years, there has been a trend towards complying with stock exchange requirements, few companies actually going beyond this compliance. There are not big differences between companies following NYSE or NASDAQ regulations, especially for implementing whistlebower programs. For this subindicator there has been a decrease in the number of best reporting companies since 2012, trend that could be grounds for further research.
Companies that don't report on business ethics are more susceptible to have a bad corporate image, investors and employees being the first ones influenced by it. Moreover, several hundred companies have become the target of lawsuits and media attention in the last few years, due to bribery, corruption, confidentiality breach or retaliation against whistleblowers. 
